DELBERT HOSEMANN
Secretary of State

Mississippi Secretary of State
2010 Business Reform Study Groups
Minutes of the Third Meeting of the Nonprofit Corporation Laws Study Group
September 15, 2010

The third meeting of the Nonprofit Corporation Laws Study Group was called to order on
Wednesday, September 15, 2010 at 11:00 A M. at the Office of the Secretary of State, 401

Mississippi Street, Jackson, Mississippi. A list of the persons who were present in person or by
telephone is attached at Exhibit A.

Welcome and Introduction

Cheryn Baker, Assistant Secretary of State for the Division of Policy and Research,
welcomed the members and called the roll of those members attending by telephone.

Approval of Minutes

The study group unanimously approved the minutes from the second meeting held on
August 26, 2010.

Business Services Update

Tom Riley, Assistant Secretary of State for the Division of Business Services, updated
the study group on the activities of the Business Services Division. He reminded the group that
the Secretary of State is currently attempting to locate the addresses of some of the older
nonprofits in Mississippi. Upon that completion, the Secretary of State’s Office will be sending
out status reports to nonprofit corporations.

Expired Charter Report

Ms. Baker discussed the report of a group that has recommended a proposed statutory fix
to the expired charter issue (See Exhibit B). She explained to the members that the proposed
legislation will convert the period of duration of nonprofit and business corporations which were
formed before 1988 with a limited period of duration to a perpetual duration. This change will
apply to existing corporations and will also apply to corporations who are currently active in the
Secretary of State’s database but whose charters have expired.



Subgroup Reports
A. Subgroup 1 — Definitions

Subgroup Chair Kendall Moore presented his subgroup’s report (See Exhibit C). He
reported that his subgroup would not be recommending the adoption of amendments to the
Mississippi Nonprofit Corporation Act that would establish different categories of nonprofit
corporations. Moore said the subgroup instead would be proposing amended definitions of
“nonprofit corporation” and “corporation.” The group has also discussed recommending a
requirement for nonprofit corporations to state their planned, primary nonprofit activity when
filing articles of incorporation.

B. Subgroup 2 — Amendments

Barry Jones, chair of the subgroup, presented the report of his subgroup (See Exhibit D).
He stated that the group had discussed several potential amendments to the Nonprofit
Corporation Act. He began by explaining how amendments to incorporate concepts of electronic
technology would affect the Act, and stated that these amendments were needed in order to keep
the Act up-to-date with current business practices. Jones next explained that increasing the
minimum required number of directors for nonprofit corporations will help decrease the number
of fraudulent nonprofits operating in Mississippi. Finally, Jones said, the subgroup is discussing
adding a liability shield for directors of nonprofit corporations similar to those that are in place
for for-profit corporations.

C. Subgroup 3 — Forms and Filings

Cheryn Baker spoke on behalf of this subgroup for Mark McCrary, the Subgroup Chair
who was unable to attend the meeting. She stated that the group had decided to divide itself into
two groups: one to examine the Secretary of State’s website in an effort to make it more user-
friendly, and another to examine the existing forms and instructions used by nonprofit
corporations when filing with the Secretary of State. Ms. Baker said the group would soon be
making recommendations to ensure user friendliness as well.

Other Business

There being no additional business, the meeting was adjourned at 11:35 A.M.

Respectfully submitted,
\ o
Ch ryn B x

Mississippi Secretary of State
Assistant Secretary of State, Division of Policy & Research



EXHIBIT A

Minutes of the Nonprofit Corporation Laws Study Group Meeting, September 15, 2010

In Attendance:

. Larry Christian

. Julia Daily

. Barry Jones

. Darrell Galey

. Matthew McLaughlin
. Kendall Moore

. Chris Savell

. Genie Thomas

9. Karen Wagner
10. Primus Wheeler
11. Will Wilkins

00 ~1 O bWk~

By Telephone:

12. Joe Akanji

13. Ivye Allen

14. Doug Boone

15. Tom Byrne

16. Jim Greenlee

17. Joel Hill

18. Susan Riley

19. Deanne Tanksley
20. Jack Turner

21. Eric Wooten

Secretary of State Personnel in Attendance:

22. Cheryn Baker, Assistant Secretary of State, Division of Policy and Research

23. Tom Riley, Assistant Secretary of State, Division of Business Services

24. Tanya Webber, Assistant Secretary of State, Division of Securities and Charities
75 Richard Lee, Legal Intern, Division of Policy and Research
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Exhibit B

Corporation Laws Study Group
Workgroup Reviewing Expired Charter Issue
Report and Recommendation to the Full Study Group
September 8, 2010

This workgroup consists of members of the Corporations Law Study Group, Nonprofit
Corporations law Study Group, the Legislature, the staff of the Secretary of State’s Office and
the Drafting Attorney for the Mississippi Senate. The workgroup has met and considered
proposed legislation to address the expired charter issue discussed at previous Corporations and
Nonprofit Corporations Study Group meetings. After review and discussion, this workgroup
hereby recommends the adoption of the attached proposed revision to Section 79-1-1.

Members of this workgroup:

Senator Briggs Hopson, Stephen Burrow, Henry Chatham, Cecile Edwards, Dan Hise, Cliff
Hodge, Barry Jones, Cheryn Baker, Tom Riley, Caryn Quilter

B-1



wald B

b

AN ACT TO AMEND SECTTOR 56-1-1, MISSISSIPPI CODE OF 1972
w9 PROVIDE FOR THE STATUTORY AUTOMATIC EXTENSTON ¢ CREORATE
CHARTER FOR CERTAIN CORPORATIONS UNTRR CERTRIN CIRC UMSTANCES ;

SN0 TCR RELATED VPURFOSES.

2 TT DUACUED EY THE CEGISLATULE OF THR STAT= OF
MISSISSIPkPL:

cgorIoN 1. Becrion 77T Mississippi Code of 1972,
aperdal as follows:

79-1-1. fzd {al ltoa ou

L

s carporation way created

(i) for a limired perioc orf existonce, and i{ii} befcre April 18,

. gaR. tne life of the business corporalion shall be p

che business orporation continues e do business ICr foLrry
{30) days after the eiffective aat Lia aot .

<iaslence,;

it corporaticn shall be perpetuzl if the

nonprofit o TPUL j JL L aes o business for thirty (30]

3 T1f 15 profiz corporation ko (&)

Y
{is
o
i
9]
(Tt
}s
'—
"Z
o
G
Pt
m
\a‘,
..-'
0
1]
T
b
+]
t
i
¥
1
-
[
T
=
1]

sk, and (h) the business or ngnoprofit




fae

™A

™3

corporation % % ¥ continues to do business for tnirty (30} days

after the efective date of this act, * % ¥ Lha * ¥ ¥ life of
e et to ‘ F

taat corporaticn % % % shail be perpetual. The corporalion's

arter and articles of incorperation shall pbe deemed Lo have

been au smatically anended belfoze Lhe end ¢

[ {1
T
E—
e

1 period

of existence t¢ state thal Lo ~orporation’s

1]
=

i _— 11 t
1i¢ siall RO

serpetual. No further action on the parl of the corpcraticn is

- - -

necessary to oxecute the pruvisicns oL Lhis su =ia * o

e S L1000,

w & %

(3) _Any corparation May, fter ihe effective date of this

sct, amend its articles of incerporation to provide fer a

limlicc period of existence.

SECPION 2. This act shel take effect and be 15 force trom

and after :bLs pussage.

B-3



Exhibit C

Nonpreofit Corporation Laws Study Group
Subgroup Reviewing Definition of Nonprofit Corporation
Report and Recommendation to the Full Study Group
September 15, 2010
This subgroup has met and discussed various matters related to defining a nonprofit corporation and
nonprofit purposes and activities.

1. Definition of Nonprofit Corperation. The subgroup has agreed to recommend a meaningful
definition for “nonprofit corporation.” The definition currently under consideration is set forth below.
This definition uses language used in other state nonprofit corporation acts.

(f) “Corporation” means a nonprofit corporation (i) subject to the provisions of Section 79-11-101 et
seq. (except a foreign corporation) which is organized for any lawful activity, and (ii)

o no part of

= the assets,

" income of

= profit of which is

o distributable to, or enures to
= the benefit of,
its members

directors or
officers

o [Exceptions:][exceptions will be written in legislative form. Language below is a summary of the
exceptions]

. except to the extent permitted under this chapter
= reasonable compensation
= distributions to nonprofit members

The group is also looking at incorporating the IRS concept of “35% controlled entities” into the list
of prohibited enurement groups set forth above (see italics above).

2. Proposed Activity. The su_b_group has also discussed recommending a requirement for nonprofit
corporations to state their “initial, planned, primary nonprofit activity” in their articles of
incorporation.



Exhibit D

Nonprofit Corporation Laws Study Group
Subgroup Reviewing Amendments (o Nonprofit Corporation Act
Report and Recommendation to the Full Study Group
September 15, 2010

This subgroup has mel and studied several potential amendments to the Nonprofit Corporation
Act. The amendments currently under consideration are described below.

1. Amendments to incorporate Electronic Technology Concepts. These concepts are
incorporated into the 2008 Model Nonprofit Corporation Act. In addition, these concepts are
currently under consideration for adoption into the Mississippi Business Corporation Act. The
subgroup agrees the Nonprofit Corporation Act should be amended to incorporate these
concepts. This will requirc amendments in several sections of the Act. A memo describing the
amendments has been previously distributed to the full Study Group.

9 [ncrease Required Number of directors. Increase the minimum number of required persons
{o serve on the board of dircctors from one person to three persons. According to research
conducted by the Policy and Research Division, over 33 slates require a nonprofit corporation 10
have at lcast 3 board members. The subgroup is considering this amendment for
recommendation. This amendment will likely contain a grandfather provision for existing
nonprofit corporations.

Onc suggestion was to make this a requirement only for charitable corporations or for
charitics that are registered with the Charities Division, but not for other tvpes of nonprofit
corporations. Another suggestion would be to require that a majority of the board members be
independent from the nonprofit corporation. The group would need to determine what

constitutes “independent” for purposes of this amendment, such as would volunteer officers or
volunteer members be considered independent.

3. Liability Shield language. Add an automatic liability shield for directors of charitable
nonprofit corporations and an optional liability shield for directors of other types of nonprofit
corporations. This amendment would incorporate the language currently in the Mississippi
Business Corporation Act. If recommended the language would need to distinguish between the
two different types of nonprofits in some manner. See attachment.
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